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OFFICE OF STATE TREASURER

State Capitol, 600 Dexter Avenue, S-106
Montgomery, Alabama 36104
Phone: 334-242-7500 Fax: 334-242-7592

www.treasury.alabama.gov

YOUNG BOOZER
TREASURER

December 16, 2013

GLENDA ALLRED
Deputy Treasurer TO: Governor Robert Bentley
Lieutenant Governor Kay Ivey

DARIA STORY Speaker Mike Hubbard

Assistant Treasurer

RE: FY13 Annual Report of PACT

Act No. 2010-725 requires that the PACT Program prepare an annual report,
including details regarding the actuarial soundness of the program, and
transmit said report to the Governor, Lieutenant Governor and the Speaker of
the House of Representatives.

On April 19, 2013, the Alabama Supreme Court affirmed the trial court’s
approval of the PACT class action settlement. The time for class members to
ask for reconsideration of that decision expired on May 3, 2013, and the Court
issued its final Certificate of Judgment on May 7, 2013 (see attached). PACT
began paying invoices under the terms of the class action settlement with the
2013 summer semester. All pending litigation involving PACT is concluded.

Given the Supreme Court's approval of the settlement, the PACT Program is
considered actuarially sound.

This memorandum and the attached reports, including the actuarial report by
Sherman Actuarial Services and PACT Board member demographics,
constitute the required annual report. The annual audit of the PACT Program
will be posted to the State Treasury website at www.treasury.alabama.gov
immediately up ompletion. Please contact me with any questions you may
have at (334) 523.

ate Trea : air, PACT Board of Trustees

CG; ep. Steve Clouse

ep. Bill Poole

Senate Pres. Pro Tem Del Marsh
Sen. Arthur Orr

Sen. Trip Pittman

PACT Board members







IN THE SUPREME COURT OF ALABAMA

D
Rl 75,

May 7, 2013

1101337  Carol M. Perdue, individually and as next friend and guardian of Anna K. Perdue
v. Lisa Nix Green et al. (Appeal from Montgomery Circuit Court: CV-10-900013).

CERTIFICATE OF JUDGMENT

WHEREAS, the appeal in the above referenced cause has been duly submitted and
considered by the Supreme Court of Alabama and the judgment indicated below was entered
in this cause on July 11, 2012:

Application for Rehearing Granted; Remanded. PER CURIAM - Woodall, Parker, and.
Shaw, JJ., and Houston, Lyons, Pittman, and Moore, Special Justices, concur. Malone, C.J.,
and Stuart, Bolin, Murdock, Main, and Wise, JJ., recuse themselves.

NOW, THEREFORE, pursuant to Rule 41, Ala. R. App. P., IT IS HEREBY ORDERED
that this Court's judgment in this cause is certified on this date. IT IS FURTHER ORDERED
that, unless otherwise ordered by this Court or agreed upon by the parties, the costs of this
cause are hereby taxed as provided by Rule 35, Ala. R. App. P.

|, Robert G. Esdale, Sr., as Clerk of the Supreme Court of Alabama, do hereby certify that the
foregoing is a full, true, and correct copy of the instrument(s) herewith set out as same appear(s) of
record in said Court.

Witness my hand this 7th day of May, 2013.

Lortoss /ﬁz.u..x.....

Clerk, Supreme Court of Alabama
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November 8, 2013

Board of Trustees

Alabama’s Prepaid Affordable College Tuition Trust Fund
State Treasurer's Office

Suite 660

100 North Union Street

Montgomery, Alabama 36130

To the Board:

The Wallace-Folsom College Savings Investment Plan Act provides that the Board of Trustees ("Board")
shall obtain appropriate actuarial assistance to establish, maintain, and certify a fund sufficient to defray
the obligation of the Alabama Prepaid Affordable College Tuition Trust Fund, and shall annually
evaluate, or cause to be evaluated, the actuarial soundness of the PACT Trust Fund. The following pages
summarize the actuarial valuation of the PACT Trust Fund performed by Sherman Actuarial Services as
of September 30, 2013.

A comparison of the assets and liabilities of the PACT Trust Fund shows that as of September 30, 2013
there is a surplus of approximately $63.7 million, which represents a funded ratio of 109.5%. This
includes the future Education Trust Fund payments scheduled to begin in April of 2015.

The actuarial valuation was performed based upon generally accepted actuarial principles, and tests were
performed as considered necessary to ensure the accuracy of the results. We certify that the amounts
presented in the following pages have been appropriately determined according to the actuarial
assumptions stated herein.

In our opinion, the methods and assumptions are reasonable for projecting the expected financial results
of the PACT Trust Fund.

The methods, assumptions and data used in the actuarial evaluation of the PACT Trust Fund are described
in the following pages. Daniel Sherman is an Associate of the Society of Actuaries. He is a Member of
the American Academy of Actuaries and meets the Qualification Standards of the Academy to render the
actuarial opinions contained herein. This report has been prepared in accordance with all applicable
Actuarial Standards of Practice, and we are available to answer questions concerning it.

Respectfully submitted,

Doiiihiic®

Daniel W. Sherman

Associate of the Society of Actuaries
Member, American Academy of Actuaries
Enrolled Actuary Number 11-4086

herman
ctuarial
Services
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EXECUTIVE SUMMARY

Funded Status

As of September 30, 2013 the trust has a surplus of $63.7 million (the value of assets, including the value
of future payments by contract purchasers of approximately $15.6 million and present value of future
Education Trust Fund payments by the State of approximately $485.6 million, is more than the expected
liabilities of the trust). This represents a reduction of $669.2 million from the deficit of $605.5 million as
of September 30, 2012. The funded ratio, assets divided by liabilities, increased from 56.8% in 2012 to
109.5% in 2013.

The increase in trust funded ratio was due to the substantial changes in the promised benefits due to the
Alabama Supreme Court’s decision to uphold the settlement of the Green lawsuit (Settlement). Prior to
the decision, it was expected that the Fund would be depleted and that many beneficiaries would receive
substantially less value from the PACT program. Without the Settlement, the program was expected to be
depleted in fiscal year end 2015.

Act 2010-725 provided for Education Trust Fund Payments to the PACT Trust Fund starting in 2015. The
total payment over 13 years is $547.6 million. These payments increased the present value of assets by
$485.6 million.

The actuarial assumptions were modified based on the anticipated experience of the program. This
includes the Settlement approved by the Supreme Court. Details of the changes are shown in Section 2.

Other than the Settlement, the two main factors that affect the funding status of PACT are the Investment
Returns and the Tuition Increases. The affects of these factors are detailed as follows:

Investment Return

Assets performed better than expected during the 2013 fiscal year, returning 3.06% (net of investment
management fees and fee income) versus the assumption of 2.0%. The result was an asset gain.

herman
ctuarial
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Tuition and Qualified Fees Increases

For the 2012 actuarial valuation, the expected tuition and qualified fees to be paid were based on the Fall
2012 tuition and fees. For 2012, we calculated a Weighted Average Tuition (WAT) for the in-state public
school systems based on matriculations for the 2011-12 school year.

For the 2013 actuarial valuation, the expected tuition and qualified fees to be paid were based on the Fall

2010 tuition and fees, and the provisions of the Settlement. Due to the Supreme Court’s decision to
uphold the Settlement, the net result is a large increase in the funded status of the program.

herman
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PACT Board Member Demographic Information

(As of December 2013)
Race: 14 Caucasian 1 African-American
Gender: 12 males 3 females
Urban or rural resident: 13 urban 2 rural
15 - yes 0-no

Highest education level completed:

Employed:

2011 combined household income:

Bachelor's Degree: 3

Master's Degree: 6

Juris Doctorate: 2

Ph.D.: 3

Other*: 1 *veterinary medicine

0-$999:
$1,000-$9,999:
$10,000-$49,999:
$50,000-$149,999
$150,000-$249,99
$250,000 or more:

N OO oo







